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I. INTRODUCTION
Arguably the most successful program of the modern welfare state, I Social Security2 has been enormously successful in lifting the elderly out of poverty. 3 Thirty years ago, almost 30% of the elderly were in poverty, a poverty rate that was more than twice as high as the rate for the population as a whole. 4 Today, in contrast, only about 12% of the elderly are subject to poverty, a rate that is about the same as the rest of the adult population. 5 Yet demographic changes in American society make reform of the program appear inevitable. 6 In less than ten years, the first wave of baby boomers will begin to retire and become the elder boom. 7 The baby boom generation is more than 50% larger than the retired generation it now supports. By contrast, the baby boom generation will be supported 2. For purposes of this article, the term Social Security will be used in its generally accepted manner as referring only to the cash benefits provided by the Old-Age, Survivors, and Disability Insurance ("OASDI") program. The Old-Age and Survivors Insurance ("OASI") provides benefits for retired workers and their spouses and children and to survivors of deceased workers. by relatively smaller generations. While there are nearly five working-age individuals to support each American over age 65 today, there will be fewer than three by 2029, when the last baby boomer turns 65. 8 Indeed, the Board of Trustees of the Federal Old-Age and Survivors and Disability Insurance (OASDI) Trust Funds predicts that unless corrective action is taken, Social Security benefit payments will exceed dedicated tax revenues by the year 2015, and the Social Security program will become insolvent-unable to pay promised benefits in full-by the year 2037. 9 As a result of these dire predictions, proposals to reform Social Security abound. They range from moderate tinkering with the current system, such as by raising the normal retirement age, to fundamentally restructuring the system by privatizing it; that is, by providing all or part of benefits through pre-funded individual accounts. IO Just as the proposals range widely, their effect on specific subpopulations vary greatly.
Recently policymakers have begun to express concern with how Social Security reform would likely affect specific subpopulations. For instance, President Clinton expressly referred to the needs of lower-income beneficiaries in discussing Social Security reform. II Similarly, Jane L. Ross, Director, Income Security Issues, Health, Education, and Human Services Division of the General Accounting Office has said, "In addition to examining the effects of reform proposals on all retirees generally, attention should be paid to how they affect specific subpopulations, especially those that are most vulnerable to poverty, including women, 10. Cf AMERICAN ACADEMY OF AcruARIES, supra note 8. at 26 ("The first task for Social Security is to determine whether to make fundamental changes in the underlying philosophy of the program or to preserve the system in its current form. In the context of the current debate. fundamental reform means providing all or part of benefits through individual accounts that are pre-funded through the use of market-based securities.").
II widows, minorities, and the very old." 12 Determining how Social Security reform would likely affect specific subpopulations presupposes an understanding of how the current Social Security System redistributes income. Yet determining how the current system redistributes income is no easy task. It "involves many judgments, and is not easily answered with general aggregate numbers." 13 Commentators uniformly agree that until now, Social Security has effectively redistributed income from the working generations to the retired generations,14 but they vigorously debate how effective the program has been in redistributing income within cohorts. IS This Article describes how the current system redistributes income. 16 The Article does not attempt to develop a mathematical model to generate an aggregate number. Such an undertaking would go well beyond the scope of a law review article. 17 Instead, the Article identifies and discusses the principal factors that are most relevant in determining how the current system redistributes income within generations. IS See also White, supra note 1\, at 858 (noting that, at Kansas City public forum on Social Security reform, "one recurring theme voiced by policy makers and experts throughout the three sessions was the need to act quickly and with attention to the impact across different generations and within different population sectors in the face of looming demographic challenges the system faces."); David A. Weaver, The Economic Well-Being of Social Security Beneficiaries, with an Emphasis on Divorced Beneficiaries, Soc. SECURITY BULL., vol. 60, no. 4, at 3, 3 (1997) ("One concern of many policymakers will be whether the affected beneficiaries have low economic status.").
13 18. Some economists have viewed Social Security as an annual tax transfer program that redistributes income from the relatively affluent working population to the relatively less affluent retired population. More commonly, however, economislS have viewed Social Security from a lifetime perspective and treat Social Security contributions as mandatory savings for retirement. See Moore, fundamental purposes behind Social Security is to provide for progressive redistribution to lift the elderly out of poverty,I9 and women, minorities, and lower-income workers are at a heightened risk of poverty in old age,20 the Article focuses on how the current system affects these groups.
The Article begins by describing the role Social Security has played in lifting the elderly, and particularly members of the at-risk groups, out of poverty. It then analyzes how four elements of the current system: (1) the method by which benefits are paid out; (2) the progressive benefit formula; (3) disability benefits; and (4) auxiliary benefits affect these groups. The Article assumes that the reader has a basic understanding of how the current system operates. For those who would like more details, the Appendix provides an overview of the funding and benefit structure of the current system.
II. How THE CURRENT SOCIAL SECURITY SYSTEM LIFTS THE ELDERLY OUT OF POVERTY
More than 90% of all "aged units," that is, married couples living together with a spouse aged 65 or older or individuals 65 or older who did not live with a spouse,21 received Social Security benefits in 1996. 22 Yet the significance of those benefits varied widely. For beneficiaries in the highest quintile of income in 1996, those benefits only represented 21 % of income. 23 For beneficiaries in the two lowest quintiles, in contrast, they represented 80% or more of income. 24 Indeed, while 9% of aged beneficiaries currently receive total income that falls below the poverty line,2S without Social Security, the income of 50% of aged beneficiaries would fall below the poverty line. 26 Thus, Social Security has played a significant role in lifting many of the elderly out of poverty.
Overall, older women and minorities are much more likely to be
